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ABSTRACT 



On 01 July, 1997, Hong Kong will revert back from British rule to 
Chinese sovereignty, becoming a Special Administrative Region (SAR) 
under the Central People's Government of the People's Republic of China. 
The United States and its citizens have a tremendous investment in the 
British colony that could be placed at risk by the change in sovereignty. 
This thesis reviews the development of United States' interest in the 
colony and defines the current interests in the colony. The retrocession 
developments are then examined as are the current attempts to modify the 
Basic Law or "mini-constitution" for Hong Kong. Alternative scenarios are 
suggested for post-1997 Hong Kong. The thesis is optimistic about the 
Hong Kong Special Administrative Region and about the United States' 
ability to continue its involvement in and with China, to include Hong 
Kong. 
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On 01 July, 1997, Hong Kong will revert from British rule back to 
Chinese sovereignty, becoming a Special Administrative Region (SAR) 
under the Central People's Government of the People's Republic of China. 
The return to Chinese sovereignty has caused some concern over the 
safety of Americans living in Hong Kong as well as for United States' 
businesses that have investments in the colony. 

Chapter II reviews the historical development of United States' 
interests in Hong Kong. The current relationship is a product of long 
association from participation in the opium trade in China, the missionary 
movement attempting to spread Christianity, through World War II till the 
present. 

The foundation of American policy in Hong Kong is the protection of 
United States' economic and commercial interests. Chapter III examines 
United States' concerns and interests in Hong Kong. According to the State 
Department, they are: (1) assurance of a smooth transition from British to 
Chinese sovereignty, (2) protection of human rights, (3) democratic 
development, and (4) strengthening relations between the United States 
and Hong Kong. 

Chapter IV looks at the process of retrocession, including a review 
of the Joint Declaration which established the timetable for the turnover 
of the colony and the ambiguous Basic Law or "mini-constitution" of Hong 
Kong. Also examined are the attempts by Hong Kong Governor Christopher 
Patten to modify the Basic Law. 

Chapter V suggests possible scenarios of development after 1997, 
including the course of American-Chinese relations. A worst and best 
case scenario are presented, with the most likely scenario involving a 
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combination of conflicting interests and cooperation between the two 
countries with Hong Kong flourishing as China's markets expand under its 
reform program. 

The thesis concludes by arguing that Hong Kong no longer holds the 
important position it once did for the United States, that of "listening 
post" for China. It also suggests that Hong Kong is no longer necessary as 
a base of operations for American businesses interested in participating 
in the Chinese market. Foreign capital and technology are being welcomed 
directly into China, with foreign businesses setting up shop throughout 
the country. American companies are participating in one of the world's 
fastest growing economy with the full support of the government of China. 

China's goal for itself and Hong Kong include stability, growth, 
peace, and prosperity; these are goals that should serve Hong Kong and the 
rest of the world quite well. 
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A. INTRODUCTION 



On 01 July, 1997, Hong Kong will revert back from British rule to 
Chinese sovereignty, becoming a Special Administrative Region (SAR) 
under the Central People's Government of the People's Republic of China. 

China was once the most advanced civilization in the world, 
contemporary with and larger than the Roman Empire Albert Feuerwerker, 
an economic historian, states that from 1000 to 1500 AD "no comparison 
of agricultural productivity, industrial skill, commercial complexity, 
urban wealth, or standard of living (not to mention bureaucratic 
sophistication and cultural achievement) would place Europe on a par with 
the Chinese empire" (in Ropp 1990). 1 Today, however, China faces many 
problems. With over a billion people and a struggling but growing 
economy, the issue of Hong Kong has become a sensitive one for China. 
Never having recognized the colonial status of Hong Kong under British 
sovereignty, the Chinese have challenged the British claim over the years. 
Having been unsuccessful in their attempts to regain the territory, little 
thought was given by the mighty Chinese to the tiny colony. 

Hong Kong has since grown in importance to China. Much of China's 
economic reform policies will either succeed or fail because of Hong Kong. 
As China makes a bid for hosting the Olympic games and continues its push 
for a 'Greater China', to include Taiwan, Chinese officials know the world 
is watching events in Hong Kong. 

China has invested over $16 billion in Hong Kong in a variety of 
companies, and more than forty percent of China's trade passes through 
Hong Kong. Ironically, the increased emphasis on market economics within 
China, combined with the collapse of the Soviet Union, ties the survival of 
the world's last, major communist system on successful integration with 
the dynamic economies of other Asian-Pacific countries. 

Hong Kong, too, has investment in China, with two-thirds of the 
foreign investment in China coming from Hong Kong. There are more than 



1 John King Fairbank, China A New History 
(Cambridge, Massachusetts, The Belknap Press of 
Harvard University Press, 1992), 2. 
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25,000 Hong Kong-backed factories in Guangdong province alone, 
employing three million workers. In Guangdong, Hong Kong currency not 
only circulates freely, but is the preferred currency. The economic 
prosperity of both Hong Kong and China are virtually intertwined. 

This thesis begins with a review of the historical development of 
the United States' interest in China and Hong Kong. Americans were deeply 
involved in the opium trade and the opium wars which led to the ceding of 
Hong Kong to the British. The Opium War was less about opium and more 
about the conflict between Eastern and Western cultures, and the clash 
between conceptions of international order, economics, and legal 
institutions. That clash is now approaching its denouement with the 
retrocession of Hong Kong, and American interests are more deeply 
involved than ever. The Boxer Rebellion, World War II, and the post World 
War II period only served to tighten the historic relationship between the 
United States and China. 

The United States' current concerns and interests in Hong Kong, as 
promulgated by the United States Department of State, are: (1) assuring 
the smooth transition from British to Chinese sovereignty, (2) protection 
of human rights, (3) democratic development, and (4) strengthening the 
relationship between the United States and Hong Kong. The underlying 
obligation of American policy is to safeguard the economic and 
commercial interest of the United States, and its citizens, in Hong Kong. 

The retrocession of Hong Kong will be discussed in terms of both the 
Joint Declaration and the Basic Law, and the current attempts by 
Christopher Patten, the Governor of Hong Kong, to modify the Basic Law. 

This thesis will examine procedures and events that have taken 
place and are expected to take place between the original Sino-British 
agreement of 1984 and the actual retrocession scheduled for 1997. Each 
basic step will be analyzed for its possible effect on United States' 
interests in Hong Kong. The current attempts by Christopher Patten to 
modify the Basic Law are by no means the end of the road. Without any 
pretense of forecasting the course of events, this thesis suggests 
alternative scenarios of development after 1997. The fate of the people 
of Hong Kong is at stake, as is the prosperity of China. But so far as 
Americans are concerned, the problem for the government of the United 
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States is to safeguard the interests of Americans whatever arrangements 
the Chinese may make for the future of the former British colony. 
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DEVELOPMENT OF THE U.S. INTEREST IN HONG KONG 



In order to explore the relationship the United States currently has 
with Hong Kong, one must look first at the history of that relationship. 
American and British traders, missionaries, and naval officers were 
inseparably linked in the early trade and diplomacy on the China coast. It 
is sufficient to review the facts as described by John King Fairbank in 
Trade and Diplomacy on the China Coast and China , by Arthur Power 
Dudden, in his work, The American Pacific , and by G. B. Endacott in his 
informative A History of Hong Kona . 

A. ROOTS IN THE OPIUM TRADE 

To import opium into China in the latter days of the empire was 
illegal, but, in the 1 800 's , opium was produced in large quantities and sold 
at auction in India, under British auspices. It was then taken to China by 
private traders, both British and Indian, who had been licensed by the East 
India Company which governed India. The sale of opium at Guangzhou 
bought tea which was then sent to England; this established the third leg 
of the infamous India-China-England triangle trade. 

Americans also participated in this opium trade with China. Visions 
of China's limitless markets brought American traders to Canton. Second 
only to the British traders in the number of ships in Canton, these new 
American entrepreneurs were admitted by the Chinese since they spoke 
the same language as the British traders. Also, they came as private 
individuals with no government officials to complicate processes already 
in place. Originally, it was the trade of furs (sea otters and beaver pelts 
obtained from the Indians of the northwest United States) that were 
traded by Americans in China. Americans soon became involved in the 
opium trade to take advantage of the tremendous profits that the British 
were realizing. The British had more of the market of the Indian opium 
tied up, so American traders brought Turkish opium from Smyrna into 
Canton. The trade from Turkey was smaller and not as profitable, but 
profits were substantial. Some Americans soon linked up with British in 
the Indian trade. 

Large amounts of silver were used for commercial transactions in 
the opium trade. Since silver was not produced in large quantities within 
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China. The silver was obtained from the galleon trade with Mexico and 
served as the basis for the currency used by the Qing administration. Its 
use in the opium trade threatened the supply, so the opium problem 
became a fiscal problem that threatened the revenues of the government. 
(The silver used in opium trade may not have “drained" the country. In 
most cases, the silver payments were turned around and used for purchase 
of silk and/or tea. It may just have been a shift in the balance of trade 
for China, and possible hoarding, that caused the apparent shortage of 
silver within the country.) 

In 1834, the East India Company's monolopy of British trade to China 
ended. A British official, a naval officer, was sent to China to oversee 
British trade. The presence of this foreign official concerned the Chinese 
government as much as the opium trade itself. Lord Napier arrived as 
chief superintendent of British trade in China, three months after the 
Company's charter had expired. British trade stopped three weeks after 
his arrival. He was ordered to administer British law, but the Chinese had 
not given permission for this. Since Napier had limited authority outside 
Canton, it was only a matter of time before conflicts occurred. 

The system of trade that had been in place between the Westerners 
and the Chinese, the Guangzhou system, had the East India Company dealing 
with brokers called Hong merchants (a member of the authorized 
Cantonese merchant guild) who handled trade ship-by-ship and collected 
duty payments and fees. With the end of the monolopy by the East India 
Company, British private traders continued to export teas and silks as 
well as to import opium. Lord Napier demanded to deal with Qing officials 
in terms of diplomatic equality rather than deal like a trader with the 
Hong merchants. This went against the tribute system that was in place 
in China. If Britain's diplomatic equality was recognized, the concept that 
the Chinese emperor was superior to all other rulers would be destroyed, 
and it was this system that rationalized the emperor's position in power 
in China. If the opium trade was allowed to continue, the problem of 
silver depletion would shake the foundation of the government of China. 

Besides the trade in opium, American traders supplied grain, cheese, 
rum, ironware. These products were not sufficient to pay for the teas, 
cotton, silk, lacquerware, and porcelain that the Chinese had, unless, 
augmented with kegs of Mexican silver. For the American traders, this 



meant they had to use their surplus profits of trade with the West Indies 
and with Europe in order to compete with other Western traders in China. 
Large amount of money went to supplement the trade with China until 
American merchants started to follow "chain routes" buying a variety of 
goods enroute to China in order to increase the value of the cargo that 
arrived in Canton. 

As far as the use of opium, it had become quite a problem in China. 
Often compared to the drug problem America is experiencing today, the 
opium trade in China grew up in situations of demoralization often 
destroying both the individual smoker and his family. Additionally, the 
price of the drug often led to violence and corruption between the 
smugglers and officials. All this in order to provide profits to the British 
Empire and other Western powers. 

Chinese officials were uncertain about what course of action to 
take. Could they destroy the Chinese smugglers and embargo British 
trade? (The British now had new steam gunboats that could be used to 
influence the situation.) There was even talk of legalizing opium since 
the illegal traffic could not be stopped. But in 1839, Daoguang Emperor 
Imperial Commissioner, Lin Zexu, decided to compel the foreign traders to 
stop bringing in the opium. The Chinese opium smugglers in Guangzhou 
were suppressed. The Western traders barricaded themselves in their 
factories. Finally, they had to surrender their stocks of opium. (It was 
know by those foreign traders that more opium was already on its way and 
that losses, at least for the British traders, would probably be covered by 
the British government.) 

It was Commissioner Lin's actions that precipitated the opium war. 
The Westerners' war aims and strategy were worked out by Dr. William 
Jardine and Lord Palmerston in London. The Jardine Trading Company 
leased vessels to the British fleet and lent pilots, as well as translators, 
to the British expeditionary force. New paddle-wheel steamers were sent 
to Guangzhou and then up the coast in order to "secure privileges of 
general commercial and diplomatic intercourse on a Western basis of 
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equality, and not especially to aid the expansion of the opium trade." 1 
Battles were fought along the southeast coast of China. The British won 
the Opium War of 1839-1842. The Qing agreement to the Treaty of 
Nanking came in August of 1842. The Treaty of Nanking provided for: 
extraterritoriality, an indemnity, a moderate tariff and direct foreign 
contact with customs collectors, most favored-nation status, freedom to 
trade with all. Additionally, it designated places for trade, or treaty 
ports. For purposed of this thesis, the important stipulation of the 
Nanking Treaty was the cession of the island of Hong Kong. After 1854, 
Hong Kong became the center of all British trade with China. 

The United States government debated its China policy or lack of one 
when word of the Treaty of Nanking reached home. Commodore Lawrence 
Kearney, United States Navy, Commander of the East India Squadron opened 
representations to the imperial commission at Canton. He stopped short 
of negotiating any agreement due to his lack of authorization. "Americans 
had to reassert their basis of equality commercially with the British and 
other countries in China. Accordingly, Congressman Caleb Cushing of 
Massachusetts arrived in Macao on February 24, 1844, sent there by 
President John Tyler as the first United States Commissioner. On July 3, 
at Wangshia close by, assisted by American missionaries Dr. Peter Parker, 
Elijah C. Bridgman, and Samuel Wells Williams, Cushing signed a treaty of 
amity and commerce to open diplomatic relations with China." 2 

The provisions of the Treaty of Wangshia were: (1) freedom to trade 
with China and agreement to abide by China's trade regulations, (2) equal 
treatment of Americans and other countries for commercial and political 
privileges, and (3) promise by the United States that it sought no 
territorial gains in China and would not use force to gain advantages from 
China. Special provisions also permitted American to hire Chinese as 
teachers and to purchase books recommended by the missionary advisors. 
(Besides China signing a treaty with the United States, China also signed a 



1 John King Fairbank, China A New History . 
(Cambridge, Massachusetts: Belknap Press of 
Harvard University Press, 1992), 200. 

2 Arthur Power Dudden, The American Pacific From 
the Old China Trade to the Present . (New York: 
Oxford University Press, 1992), 7. 
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treaty with France in 1844.) Most important of all, it paved the way for 
Americans to enjoy most favored nations treatment with the British and 
everyone else in developing the China market. 

This survey of the famous Anglo-Chinese conflict of the period 
1839-42 suggests that the Chinese officials were far removed, in 
their thinking, from the economic realities which they faced, 
whereas the representatives of Britain's economic expansion, 
particularly the pioneer opium merchants, know clearly what they 
wanted and how to get it. It was soon to appear that the British 
officials on their part, as has been true more recently in the course 
of Sino-Western relations, were confident that they could win 
military victories in China, but were less certain how to capitalize 
upon them. Once the fighting stopped, they found themselves in a 
diplomatic contest which was more evenly balanced. 1 

With the Treaty of Nanking, the encroachment into China by foreign 
powers began. The Qing government gave the island of Hong Kong to the 
British (one quarter of the Nanking Treaty document was about Hong Kong: 
articles XIII through XVI and part of XVII) and opened the first five treaty 
ports (Canton, Amoy, Foochow, Ningpo, and Shanghai) with this document. 

Palmerston had demanded the island as "a place of residence and of 
commerce." ... In 1842, Pottinger had inherited Hong Kong as a base 
of operations. British merchants had begun building there without 
waiting for the confirmation of British sovereignty. But 
Palmerston's successor as foreign secretary, Lord Aberdeen, did not 
regard the island "in the light of a permanent conquest,” foreseeing 
that its possession would be "attended with great and certain 
expense," and involve political complications with the Chinese. In 
obtaining it at Nanking, Pottinger was therefore obliged to exceed 
his instructions. His original demand there had been for the cession 
of Hong Kong "as an atonement for the insult offered (at Canton) to 
Her Majesty's Crown and Dignity." To save the emperor's face this 
was changed in the treaty to the euphemistic explanation that 



1 John King Fairbank, Trade and Diplomacy on the 
China Coast The opening of the Treaty ports. 1842- 
1 854 . (Stanford, California: Stanford University 
Press, 1969), 83. 
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British merchants needed some port "whereat they may careen and 

refit their ships, when required and keep stores for that purpose... 1 

Pottinger, as Hong Kong's first governor, was instructed to make it a 
free port and to raise revenues by leasing the crown's land. Additionally, 
a duty was to be levied on such items as wines, spirits, opium, and 
tobacco in order to raise revenues. The colony was expected to be self- 
supporting. The merchants welcomed Hong Kong as a protective 
stronghold. Warehouses in the colony could store goods. During the war, 
many had envisioned the colony as a commercial center for the future. 
Issues such as the control ot Chinese residents in Hong Kong were worked 
out just like issues of trade in discussions with the Chinese. 

The British were able to change the position the Chinese held in 
these discussions at Nanking; the Chinese negotiators had endorsed the 
idea of the Chinese population of Hong Kong being governed by Chinese law 
that would be administered by a subdistrict magistrate stationed at 
Kowloon. The British negotiator agreed, in principle, but would later 
argue that the British authorities in Hong Kong must have jurisdiction 
over the Chinese residents of Hong Kong in order to keep the peace. The 
Chinese eventually accepted the British approach (considered by many a 
reciprocal extraterritoriality): the British government felt that this 
arrangement would weaken the enforcement of the British law in Hong 
Kong, so London countermanded the plan. The Chinese were notified that 
London's position was that Hong Kong had been ceded, and therefore, its 
residents were no longer under the jurisdiction of China. The Chinese, on 
the other hand, felt that the treaty referred to the cession of the land for 
use by the British; the Chinese did not believe Hong Kong's inhabitants 
were to become subjects of the British. London's decision was final. In 
April 1944, a Chinese magistrate was stationed at Kowloon to cooperate 
with the Hong Kong magistrates in dealing with the Chinese coming from 
the Chinese mainland. (It was not until the end of 1844 that a written 



1 John King Fairbank, Trade and Diplomacy on the 
China Coast The opening of the Treaty ports, 1842- 
1 854 . (Stanford, California; Stanford University 
Press, 1969), 123. 



9 



acknowledgment of British sovereignty over the island and people of Hong 
Kong was obtained from the Chinese.) 

It was widely known that the principles of the Treaty of Nanking 
were never fully accepted by the Chinese; and the British were not yet 
satisfied. A second war, beginning in 1856, would occur between the 
Chinese and the British and the French. A second treaty, in 1858, was 
secured at Tianjin and opened more ports to the Western powers. In 1858, 
China would sign treaties with Britain, the United States, France, and 
Russia as equal sovereign powers; China would sign these treaties against 
her will. 

The original treaty signed by China with Great Britain had identified 
five treaty ports to be used by Western traders; this would eventually 
expand to more than eighty. These treaty ports were under the supervision 
of Chinese compradors or foreign-hired business managers who would 
manage the affairs beneath the overlordship of the taipans or firm 
managers. The treaty ports were built on the out skirts of Chinese cities. 
The British consulates were located there as were clubs, race courses, 
and churches. The British consul and officials of other nations ruled these 
treaty ports. There were gunboats in the vicinity to enforce rule and 
protect foreign assets. And at Guangzhou, Xiamen and Fuzhou the island 
location provided even more protection for the foreigners. In other treaty 
ports, rivers, canals, creeks and waterways often created barriers to the 
areas occupied by the foreigners. 

These areas were roofed in Western culture but were also influenced 
by the Chinese culture since assistance by Chinese was needed by the 
foreigners in business and everyday life. Under extraterritoriality, the 
Westerners were answerable only to foreign laws and not to those of the 
Chinese; the foreign traders required their own law of contract to do 
business. 

The treaty tariff was an important aspect of the treaty port system. 
The Chinese customs colleclors lacked the authority and means to 
influence the foreigners, so, foreign inspectors were appointed by the 
Chinese to run the customhouse at Shanghai in 1854. This feature of the 
treaty system allowed equality of competition and provided a badly needed 
revenue for the Chinese government. 



As previously mentioned, the most favored nation clause was the 
most important aspect of the treaties to the United States; it allowed all 
foreign powers, including the United States, to share privileges given out 
by the Chinese government. The Qing dynasty continued to loose ground as 
the fortunes of the foreigners grew. The domestic opium trade, a foreign- 
Sino venture, eventually replaced the importation of India opium. The 
India to China opium trade had existed for more than a century, known as 
the "treaty century"; the importance of opium to Britain's foreign trade 
and expansion can not be understated. 

After renewed hostilities in 1859, a third war was fought. In 1860, 
an expedition of British and French troops occupied Beijing in order to 
convince the Qing of Western determination. The Emperor's summer palace 
was burned. The British annexed Kowloon peninsula and Stonecutters 
Island with the Convention of Peking in 1860. American traders took 
advantage of these newly won privileges as did other Western traders. 

The United States by this time was a full partner in the system of unequal 
treaties, which Chinese nationalist of future days would resent so 
bitterly. Yet for years to come Americans "assumed self-righteously that 
the Chinese favored them over Europeans because the United States 
government had not won their privileges by using armed force." 1 

The United States would be deeply involved in another aspect of the 
intrusion into China by Western powers; the missionary movement was 
beginning to grow and expand as more and more missionaries came to 
China to spread Western ways and to convert the Chinese to Christianity. 
This movement developed apart from the trade by American traders; it 
was even at odds with the trade when it came to dealing in opium. 

During the opium wars, the missionaries were often the news link to the 
United States reporting home their observations, convictions, and their 
frustrations at the unwillingness of the Chinese to adopt Western ways. 
This connection with China would play an important role in the long term 
relationship between the United States and China. 
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In 1851, the Taiping Rebellion was the classic linkage of Christian 
sectarianism with the peasant uprising within China. Hung Hsui-ch’uan 
was the Taiping's prophet; ho taught gospel of the Old Testament based on 
Protestant Christianity (and a brotherhood of revolutionary nationalism 
and egalitarianism). He became a militant evangelist and called for action 
by the peasants of China; this resulted in a civil war against the Manchu 
overlords. Foreign legions were sponsored by the rich merchants of 
Shanghai; these troops were led by Frederick T. Ward from Salem, 
Massachusetts. Ward earned the title "Ever-Victorious Army" from the 
emperor after successfully suppressing the rebellion. After Ward died of 
wounds received in battle, another American took over the foreign legions; 
Henry A. Burgevine took command and took forty thousand silver dollars 
for his personal use; he was; relieved by a British officer, Charles George 
"Chinese" Gordon. 

The Taipings were against gambling, opium, tobacco, idolatry, 
adultery, prostitution, and footbinding. They advocated increased status 
for women and used them in the army and to run the palaces. They 
outlawed footbinding. The examination system, which had caused many 
problems and helped bring on the rebellion, was changed not improved 
under the Taiping. The idea of communal living and the grouping of 
twenty-five families, with a common treasurer, never spread throughout 
the countryside. The terrible result of the rebellion was the slaughter of 
much of the populace and a tremendous amount of destruction throughout 
China; a bad name was given to Christianity in the process. 

For assistance in putting down the rebellion, the Manchu court gave 
additional privileges to the British and the French and opened more ports 
to Western traders. The American traders took advantage of gains made 
again by the French and the British and, once again, piggybacked on the 
exploitation of China. 

American trade progressed in China. Furs and products from whaling 
in the Pacific (to be used for domestic consumption) brought more and 
more people into the business of trade. The route to China favored by 
traders was from the Atlantic Ocean, southeast around Africa's Cape of 
Good Hope, into the Indian Ocean, then to the West and then north to 
Canton. The fur traders preferred the route around South America to 
obtain their furs or along the northwest coast of North America, from 



California to Oregon, and on to Nootka Sound of Vancouver Island or to 
Russia's subarctic Alaskan and Aleutian islands. All voyages destined for 
China were extremely long and very dangerous. All this changed with the 
advent of steam; the long voyage around the cape was abandoned for the 
direct route across the Pacific. 

New commodities were continuously sought for trade with China. 
Items such as: sandalwood, tortoise shell, pearls, and pearl shell came 

from Polynesia and Melanesia, Australia, Fiji, and New Zealand. Birds’ 
nests came from Indonesia and the western Caroline Inlands. Trade 
influenced expansionism as ihe British, French, and Germans took one 
group of island after another. The United States concentrated on the 
Hawaiian Islands. Much of the development and exploitation of the Pacific 
can be attributed to China trade. 

The Chinese struggled to make the old system of government work by 
adopting Western ways. Their aim was peace through diplomacy and 
accommodation, but self-strengthening was their long-term defensive 
plan. Somehow, China planned to survive the internal turmoil and the 
foreign invasion. So, in an effort to deal with the problems of the outside 
world, the imperial court established the Office for General Management 
which was to consolidate foreign affairs. There were five bureaus: 
Russian, British, French, American and one for Coastal Defense. 

Additionally, two agencies were attached to the Office for General 
Management: the Inspectorate-general of Customs and the College of 
Foreign Languages. 

In the spring of 1861, the United States, under President Abraham 
Lincoln faced civil war. The Secretary of State, William H. Seward, who 
had visions of the United States playing a major role in the trade with 
Asia, was forced to put aside those dreams and concentrate on gaining 
international support for the Union in its war against the Confederate 
South. Anson Burlingame was dispatched to China as minister 
representing the United States; he had instructions to cooperate with the 
European powers there. Seven years later, as Burlingame was retired from 
his position as minister, Prince Kung of China appointed him to a mission 
to discourage Europeans and Americans from pressing the modernization 
of China. Burlingame said, 'When the oldest nation in the world, 
containing one-third of the human race seeks, for the first time, to come 



into relations with the West, and requests the youngest nation, through its 
representative, to act as the medium of such change, the mission is not 
one to be solicited or rejected." 1 Burlingame was the first outspoken 
American for receprocity rights for all Chinese. 

Burlingame arrived in California with a Manchu and a Chinese, as co- 
envoys, and proceeded on to New York City. When Burlingame met with 
President Andrew Johnson, in 1868, a treaty was signed that committed 
the United States to noninterference in Chinese affair. The treaty made 
provisions for the entry of Chinese consuls and laborers into the United 
States; it made provisions for reciprocal rights for Americans in China. 
Peking, although not consulted, was pleased with the provisions of the 
treaty and in the treaties signed with the British, French, Germans, and 
Russians. Chinese student exchanges began in conjunction with the treaty; 
this educational exchange began a new influence of the Chinese by the 
United States. 

China's self-strengthening movement was having major problems. 
Mandarins were upset with the merchants and the industrialists; scholars 
were directing undercover operations for the government. Christian and 
Confucian ideology clashed. A campaign against American missionaries 
broke out. Challenges to accepted customs were occurring everywhere. 
Christian converts showed no tolerance for traditional beliefs. The 
Chinese economy was suffering as Westerners were competing for 
concessions and carving up the empire. 

In order to protect their interests in Hong Kong, the British leased 
the New Territories for a period of 99 years dating from 1 July 1898. The 
new area formed a "rectangle extending from a line joining Deep Bay and 
Mirs Bay in the north, to Lamma Island in the south, and added some 355 
square miles to the colony.- This was a distinct gain for the British, but 
it also benefitted the Americans who were glad to have access to the 
godowns and warehouses on the mainland side of Hong Kong harbor. 
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On September 6, 1899. after American businessmen appealed to the 
United States government for assistance, Secretary of State John Hay, in a 
series of Open Door notes, asked Japan, Russia, Germany, Great Britain, 
France, and Italy to support a policy of equal trade for all nations within 
their spheres of influence that had grown up in the neighborhood of the 
treaty ports. Americans were not outraged by the impending break up of 
China. All they wanted was. equality of conceived opportunity. 

B. THE BOXER REBELLION 

In 1898, the anti-foreign anger in China was focused on the 
Christian missionaries and their converts. Flooding from the Yellow River 
and droughts in the northern part of China added to the frustration of the 
Chinese. These conditions led to the so called Boxer Rebellion. The 
Society of Righteous and Harmonious Fists was a clandestine organization 
from which the movement arose. Members practiced a kind of Chinese 
boxing to prepare physically and spiritually for combat, Hence, the name 
"boxer". The goals of the rebellion were both political and religious; anti- 
foreign and anti-Christian feelings were conveyed during the movement. 
The Empress Dowager Tz'u-hsi supported the Boxers, and a majority of the 
members of the Army became Boxers. As the movement grew and support 
widened, foreign residents iri Peking feared for their lives and a 
multinational force of armed guards was organized from the ships 
offshore. The Boxers met the force on the road to Peking. 

In June through August of 1900, the Boxers ravaged the northern 
countryside of China. Christian missionaries and their converts were 
killed. A Japanese diplomat and the German Ambassador were also killed. 

From the United States, orders from the President made twenty-five 
hundred troops stationed in the Philippines available to combat the 
situation. All told, over 15,500 soldiers, sailors, and marines of eight 
different nations were brought together to end the bloodshed. Russia sent 
about two hundred thousand more soldiers into Manchuria for suppression 
of the Boxers. The actions by Russia upset the Japanese because of the 
numbers of troops used and the delay in removing the troops from the area 
afterwards. United States Secretary of State, John Hay, sent out a second 
Open Door note of July 3, 1900, without notifying China or the other 
nations involved in the situation. Hays wrote, "the policy of the 



Government of the United States is to seek a solution, which may bring 
about permanent safety and peace to China, preserve Chinese territorial 
and administrative entity, protect all rights guaranteed to friendly 
powers by treaty and international law, and safeguard for the world the 
principle of equal and impartial trade with all parts of the Chinese 
Empire." 1 

Hays defined "the three pedestals of United States policy: (1) the 
protection of American lives and property, (2) the opportunity for open and 
impartial trading, and (3) the preservation of China." 2 It was his intention 
to preserve China and to continue the open door trading policy. The Boxers 
were defeated, first at Tientsin, and then in Peking. President McKinley 
countermanded the orders he had originally given; the ten-thousand-man 
American force would not be assigned to China and two-thirds of the 
troops already in China would go to the Philippines. The United States 
stood ready with troops to protect access to Peking. The number of 
American troops assigned in China (with backups in the Philippines) grew; 
also assigned duty in China: one battleship, two cruisers, and numerous 
gunboats to patrol the coast and inland water ways. The interests of 
civilization and trade were the justifications given for the show of force 
by the United States. From this time on, Manila was far more important 
than Hong Kong to market oriented Americans. 

The Protocol of 1901. which assigned financial responsibilities of 
the Boxer Rebellion to the Chinese government, put the damages at $333 
million. Foreign troops were allowed to stay in Peking and to be stationed 
at locations between the city and the coast. (The United States even 
requested a parcel of land for a naval coaling station until reminded that 
this went against the Open Door policy.) The Open Door policy was given 
more consideration by all parties after that. Fearing conflict, the foreign 
powers did not partition China. It is important to remember that the Open 
Door policy received much support from within the United States, but the 
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reality was that the policy was unenforceable. The Boxer Rebellion of 
1900 was interpreted by the Chinese as just another example of the 
exploitation of China by Western powers. 

It was not long before there were more problems within China; the 
country was being run by foreign ambassadors and Chinese territory was 
being used by foreign powers for their imperial wars. 

The situation with the foreign powers continued to cause internal 
problems for China. In 1906. because of his dealings with Japan and the 
termination of the Russo-Japanese War in the Treaty of Portsmouth, 
President Theodore Roosevelt won the Nobel Peace Prize; he wrote, "our 
future history will be more determined by our position on the Pacific 
facing China, than by our position on the Atlantic facing Europe." 

The relationship between the United States and China continued to 
sour; Americans were denounced for their role in the Boxer Rebellion. The 
Immigration Act of 1904 was felt to be racist in that it barred more 
Chinese from being admitted to the United States or its territories. In 
response, American goods were boycotted in China and an American 
railroad franchise was canceled. Some positive results were achieved in 
the rocky relationship of the United States and China: in 1908, the United 
States Congress allocated SU2 million (approximately half of the 
American share of the Boxer indemnity) towards a government program for 
the training of Chinese in America. A preparatory school was set up at 
Qinghua College in Beijing. (By 1929, twelve hundred and sixty-eight 
students had been sent to the United States.) In 1924, the remaining half 
of the indemnity, was allocated to the support of the China foundation; 
this foundation gave grants for research and training. 

In 1907, Japan and Russia had secretly divided Manchuria between 
themselves. Japan recognized Russia's interest in Outer Mongolia and 
Russia accepted Japan's control of Korea. Japan annexed Korea that same 
year. The United States did not protest either of these two events. 
President Roosevelt did not take any steps regarding Manchuria so as not 
to cause the Japanese to feel that the United States was hostile to them. 

The new American President, Taft, reversed the timid position taken 
by Roosevelt. With a strong endorsement of the Open Door policy and 
Chinese nationalism, and a new "dollar diplomacy" approach (substituting 
dollars for bullets), the United States involved itself again in affairs of 



China. America became involved in the consortium of bankers that was to 
financed railroad construction in China. The revolution in China, 1911, 
was started, in part, because of this continued foreign interference. 

Sun Yat-sen organized the Revive China Society to overthrow the 
Manchus, to regain China for the Chinese, and to institute a republican 
government. Sun traveled internationally in order to drum up support for 
his cause; he was in the United States when the Qing dynasty collapsed 
(the empress dowager died) in October of 1911. Sun was made President 
of the Republic of China on January 1, 1912; Sun resigned in favor of Yuan 
Shih-kai, the imperial army commander-in-chief, when Emperor P'u Yi, the 
last Emperor, abdicated on February 12, 1912. 

The American missionaries, who continued to have a great influence 
in the United States on policy toward China, supported Yuan and the 
Republic of China after Yuan promised to tolerate Christianity. Yuan even 
approached the United States for financial assistance. Diplomatic 
recognition of the new republic was withheld by Great Britain, France, 
Germany and the United States in an attempt to gain further concessions 
from China. 

But in March 1913, when Woodrow Wilson was inaugurated, he 
expressed opposition to the infringements being made on China; the United 
States canceled it participation in the banking consortium. President 
Wilson reversed policies approved by both Roosevelt and Taft and went 
back to the "Open Door" policy. Wilson granted full diplomatic recognition 
to China on May 21, 1913. 

Within a month, civil war had broken out in China between the forces 
of President Yuan and the Kuomintang. Regional leaders were to take 
leadership roles in their regions; there was no conversion to nationalism. 
Regional units broke away from the national army. Yuan made himself 
emperor. Sun Yat-sen led the opposition. Yuan Shih-kai died in June of 
1916, and with that, the age of the warlord was born in China. 

Japan, supported a modern, nationalistic China, and supplied much 
needed capital when the United States pulled out of the banking 
consortium. In August of 1914, when war broke out in Europe, the focus 
of Japan changed and war was declared on Germany. Japanese forces 
overran German holdings in Tsingtao, Kiaochow Bay, and on the south coast 
of Shantung Peninsula. The Japanese occupied German colonies in the 



Marshall Islands, the Carolines, the Marianas, and in Palau. Twenty-one 
Demands were presented to the President of China by the Japanese. The 
demands were divided into live categories: "(1) recognize Japan's special 
interest in Shantung; (2) yield to Japan's demands for Inner Mongolia and 
Manchuria; (3) accept joint Sino-Japanese operation of China's iron and 
steel industries; (4) promise not to cede any coastal area to another 
foreign power; and (5) allow Japan to control the vital elements of China's 
internal administration including police, military, and economic affairs." 1 
The Chinese made the demands public in order to embarrass the Japanese; 
the fifth category was withdrawn by the Japanese. The Chinese were 
forced to concede points on the other four demands. The Chinese people 
were insulted by the demands; Japanese goods were boycotted. No outside 
powers came to the defense of the Chinese. 

It is to be noted throughout this story, the United States had no 
particular interest in Hong Kong or the British trade. The American 
concern was for the entire China market. The center of American interest 
was Beijing, or better, Beijing and Shanghai. Furthermore, foreign trade 
of any kind was not all that important to a youthful and growing American 
of the early twentieth century. It was only after America became a global 
power, possibly beginning with World War I, that an entirely new global 
outlook entered the American psyche. 

In April 1917 the United States entered the war against Germany. 
China also declared war against war against Germany. The Secretary of 
State, now Robert Lansing, conceded Japan's special interest in China, and 
in return, Japan pledged support for the United States' Open Door policy 
and China’s territorial integrity. President Wilson then revived the 
international banking consortium plans for development of China. For 
Japan's support of the plan, the agreement was made to stay out of 
Manchuria. 

By 1916, China had split into regions dominated by warlords. The 
warlords were sucking the life out of China with high taxes, intimidation, 
inflation of the currency and neglect of the infrastructure, along with, the 
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revival of the use of opium. Patriotic feelings arose in China as a result 
of the Japanese injustices. The Chinese felt betrayed by the United 
States, and on May 4, 1919, students displayed their displeasure. Mao 
Zedong verbally attacked the United States and President Wilson for 
failure to support China's territorial integrity. A movement had started 
with the May Fourth uprising: the New Culture Movement. 

The Americans were placed in a difficult position; they wanted to 
share with the British all the commercial privileges the British extracted 
from China. American officials generally sided with the Westerners 
desire for law and order. To a certain extent, Hong Kong was a model 
colony. On the other hand, American liberals, particularly the 
missionaries, sympathized with the Chinese struggle against the unequal 
treaties. Those Americans had no sympathy for Hong Kong which they 
regarded as the symbol of crass materialism in Eastern Asia. 

President Harding set up a conference in Washington to discuss the 
problems of internationalism and arms reduction. The Washington 
Conference (1921-1922) was very successful and produced a number of 
treaties. The Five-Power Treaty established naval limitations in order to 
avoid a race for a naval buildup in the Pacific. The Four-Power Treaty was 
an agreement with Japan to respect possessions in the Pacific and bring 
to an end the old Anglo-Japanese alliance. The Nine-Power Treaty sought 
to guarantee the sovereignty, independence, and territorial integrity of 
China. As a result of the conference, Japan withdrew from areas in Asia 
with the exception of Korea and Manchuria. 

Problems continued within China. In order to protect American 
interests within China, the United States stationed soldiers and marines 
in country; American gunboats patrolled the rivers. Americans felt no 
obligation to protect Hong Kong. When Chinese attempted to take control 
of foreign run custom houses, American warships intervened. Needless to 
say, the Chinese were disappointed with the American response. Many 
Chinese began to look toward the Soviet Union for support. When Sun Yat- 
sen died in 1925, violence occurred, much directed toward Americans, to 
include the Christian missionaries. 

The May 30 Movement (1926) forced the United States to take a new 
look at China relations. British interests and American interests were 
drifting farther apart. After the death of Sun Yat-sen, a power struggle 
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within China began. Chiang Kai-shek took control of the nationalists' 
forces and won control of the Kuomintang party and government; Mao 
Zedong was the leader of the Communist forces. The struggle began. 
American forces stationed themselves between Shanghai and Nanking in 
order to defend American interest. American support was behind Chiang 
Kai-shek. British and American interests moved closer together. 

Americans sided with the British and Chiang Kai-shek in opposition of the 
Russians and the Communist. All this changed in 1931 when the Japanese 
moved into Manchuria. A series of events took place which linked Japan 
and Germany as fascist aggressors against the British and Americans; 
ultimately, Russia would join the same side. Eventually Hong Kong, 
Shanghai and many Chinese cities would become friendly bastions of the 
free world. They were smashed in World War II only to be reestablished 
after long years of recovery after World War II, and the coming and 
passing of the Cold War. 

The main problem in the country continued to be with the poor who 
were virtually being ignored by the government. The peasants were not 
being ignored by the Communist party, however; they were schooled in 
guerrilla warfare and recruited for the Communist struggle. 

Manchuria became the focus of interest within China when the 
Japanese captured Mukden. The United States responded with the "Stimson 
Doctrine"; the United States was not recognizing any changes in the treaty 
rights of Japan in China, nor violations of the Open Door policy. The 
Japanese then entered Shanghai and withdrew from the League of Nations. 

President Franklin D. Roosevelt, in 1933, began a program of naval 
construction in hopes of pressuring Japan; Japan responded with a naval 
buildup of its own. In July 1937, the Second Sino-Japanese War broke out. 
Peking was not damaged, but Shanghai was bombed by the Japanese. Next 
came the "rape of Nanking", the fall of Canton, and the fall of Wuhan. By 
1938, all major Chinese cities were controlled by the Japanese. 

The Communists declared war on the Japanese when Manchuria was 
seized. In 1937, a united effort of the Communists and Nationalists was 
unable to beat the Japanese but convinced Americans that the internal 
situation in China had improved. 

The Japanese attacked American assets in the drive to control China. 
An attack on the American vessel, the Panay, enraged Roosevelt; a full 



apology and indemnity were demanded and received. Americans provided 
some financial assistance and technical assistance to the Chinese in their 
efforts to fight Japan. Japan's naval forces continued to grow and a "New 
Order" was proclaimed by Japan for the Orient. (The attack on Pearl 
Harbor was just two years away.) 

The Japanese felt that their aggression in China would not bring the 
Americans into a conflict. Their moves toward Southeast Asia, for raw 
materials, commercial strongholds, and defensive post, were another 
story. With the world watching the war in Europe, Japan eyed French 
Indochina. The French government was dominated by the Germans at this 
point and was unable to deal with the Japanese; the Japanese were granted 
permission to use airfields in French Indochina. The United States was 
the only country in a position to stop the Japanese in the Pacific and took 
steps to stop the Japanese. First, there was an embargo against Japan on 
aviation fuel and high quality scrap iron. After the Tripartite Pact (Japan, 
Italy, Germany pledging total assistance to each other) was signed, the 
embargo was expanded to include all scrap iron. 

In a show of support for both Great Britain and Japan, the United 
States announced its intention to terminate the Commercial Treaty of 
1911 with Japan. When Japan moved into southern Indochina, President 
Roosevelt imposed an economic blockade by freezing all Japanese assets 
in the United States. At that point, all petroleum exports to Japan were 
stopped. Diplomacy provided no hope in resolving the problems between 
the two countries. The Japanese did propose a conference between the 
United States and Japan be held. 

Japan proposed abolishing the Tripartite Pact and promised 
neutrality for Southeast Asia so long as Japan could obtain resources 
there. Japan also demanded normalization of trade, including petroleum, 
and the end of aid to China from the United States. Japan refused to pull 
out of Indochina until peace was reached in China (on Japan's terms), and 
Japan required recognition by the United States on Japanese sovereignty in 
Manchukuo (Manchuria) and as well as rule of China. 

Diplomatic efforts continued, but the embargo on petroleum set the 
Japanese on a course of war with the United States. On November 26, 

1941, the United States rejected the Japanese plan. On December 7, 1941, 
the Japanese forces attackeo Pearl Harbor. In all this, Hong Kong was not 
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a major player. It was recognized that Hong Kong was the center of 
British interests in the area, but it was also taken for granted that the 
United States would act as a protector for Hong Kong while the British 
homeland was suffering at the hands of the Nazis. 

C. WORLD WAR II 

The British forces in Hong Kong were not strong enough to defend the 
entire colony against a Japanese invasion. The British plan: to deny use of 
the harbor to the enemy. Major-General Maltby, the British Commander, 
felt, with reinforcements, he could defend part of the mainland as well as 
the island. Troops were in place by December 7, 1941, and Hong Kong was 
attacked on the morning of the 8th of December. The Japanese crossed the 
river at Lowu and dive-bombed Kai Tak aerodome. 

Since the British troops were without an air force and lacked an air 
defense capability, the Japanese moved rapidly in their attack. The 
British withdrew to their defense line. When the most important defense 
post was captured, the order was given to withdraw to the island. The 
British troops crossed at Lyemun from a bridgehead at Devil's Peak. On 
the 18th of December, the Japanese landed on the island between Lyemun 
and North Point; the Japanese plan: to cut the colonies defense into two by 
an advance to Repulse Bay on the south and by way of Wong Nei Chong Gap. 
On Christmas Day, the British resistance ended and the Japanese held Hong 
Kong. The Americans were in no position to give effective support to the 
British; they had their own problems in Manila. 

The Europeans were interned at Stanley for the period of the 
occupation: three years and eight months. The Chinese population was 
reduced by one-third. General deterioration of public services within Hong 
Kong such as roads, health services, and malaria control all occurred 
during the Japanese occupation. 

The subject of British control of Hong Kong after the war was being 
challenged even prior to the end of the war. The United States Secretary 
of the Treasury, Morgenthau, in November 1941, proposed the United 
States try to encourage the British to sell Hong Kong to the Chinese. "In 
the discussions over the Atlantic Charter in March 1943, Roosevelt felt 
that clause 3 in the charter, urging the liberation of all peoples, applied 
as much to those of the British colonies as to those peoples overrun by the 



Germans and Japanese, and the President . . once or twice urged the 
British to give up Hong Kong as a gesture of good will... 1 " The Dutch were 
similarly pressed to grant independence to the Dutch East Indies." 2 
Roosevelt, Churchill and Stalin discussed the future of Hong Kong at the 
Yalta Conference in Februarv of 1945. 

The American President was so anxious to secure Russian help in the 
Pacific War that he was willing to grant concessions to Russia at 
the expense of both Japan and China; and at the same time, as part of 
the general Far Eastern settlement, he urged in private 
conversations with Stalin that Hong Kong should be given back to the 
Chinese or internationalized as a free port. Churchill was excluded 
from that part of the negotiations relating to the Far East - as was 
the Chinese representative - and we are told he 'exploded' at a 
resolution on the subject of trusteeship which he thought questioned 
the British control over her colonies. 3 

As planning for the end of the war continued and the discussions 
focused on the administration of the territories recovered from enemy 
occupation, the policy to be followed by the Allied Combined Civil Affairs 
Committee was to be laid down by the government which had authority 
over the area before the enemy occupation. In the case of Hong Kong, the 
British were to set up a temporary military administration of Hong Kong 
upon recovery of the territory. A planning committee that had been set up 
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